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A child is wheeled into the operating room of 
a major hospital in Ontario. Her parents have 
been informed that the anaesthetist will extra- 
bill! about $200. Sixty-two per cent of anaesthe- 
tists in Ontario are opted-out and extra-bill. 

Somewhere in Canada today, someone will 
be rushed to a hospital, stricken with a heart 
attack. If this tragedy has struck in Alberta, the 
patient will face a $5 admission charge. In 
Alberta, forty per cent of anaesthesists and fifty- 
five per cent of surgeons extra-bill. For a single 
coronary by-pass the family may have to pay up 
to $800 in doctors’ bills. 

Only in Quebec and British Columbia can the 
patient and the family be fully secure from the 
worry of a large doctor’s bill without having to 
be in some sort of exempt group or having to ask 
for the doctor’s understanding of their financial 
circumstances. 

Suppose a patient requires a lengthy stay in 
the hospital. For example, twenty days are a 
typical length of stay following by-pass surgery. 
In a hospital in B.C., there could be a user 
charge? of $150 for these twenty days. In 
Newfoundland, the hospital may send out a bill 
for $75. 

After a patient is released from hospital, 
return visits for outpatient therapy may be 
needed. In British Columbia, this will cost $4 
every visit. British Columbia has a $25 charge for 


Extra-bill means the direct billing of an insured person for 


es 


an insured health service provided by a medical practitioner 
in an amount in excess of the amount payable for the 
service under a provincial health care insurance plan. 

User charge means any charge that is authorized under a 
provincial health care insurance plan for any insured 
health service and that is payable directly by an insured 
person. 
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patients using an emergency room for a non- 
emergency service. Elsewhere in Canada, such 
services are still without additional charge. 


Does Medicare Need Preserving? 


In some parts of Canada today, these many 
small and some not-so-small charges can add 
up to a sizeable sum. Moreover, the situation is 
likely to worsen. This view of the future is not 
idle speculation: Alberta has announced plans 
to introduce — at the discretion of individual 
hospitals — a hospital charge of up to $20 a day 
(maximum approximately $300 per family per 
year) and an outpatient charge of up to $10 per 
visit, effective October 1, 1983. Other provinces 
have announced that they are going to investigate 
the possibility of increasing user charges. 

If you happen to have the “right” disease, the 
“right” age and the “right” income, you may get 
an exemption. For a child under six in Alberta 
there will be no hospital charge. But if your child 
is seven years old there will be a charge. You can 
also apply for an exemption if your income is 
low — in Alberta this means $3,500 taxable in- 
come for singles, or $6,000 for families. Patients 
with certain diseases in Alberta will be exempted. 


Medicare is threatened. The small direct 
charges’ of the past are now growing and 
spreading. Medicare as we knew it is gradually 
eroding. Through a cumulation of direct charges 
on the sick — each one possibly not a big in- 
crease in itself — the goal of complete insurance, 
fully prepaid, is being abandoned. In the not too 
distant future, we may have to worry not only 
about whether treatment will restore our health, 
but also about how we can manage to pay for 
needed care. 

It is apparent that unless a concerted effort 
is made to commit ourselves once more to the 
principle of universal health insurance, the gaps 


3 Direct-charges includes both extra-billing and user 
charges. 


in insurance coverage will continue to grow. A 
choice must now be made. Do we as a nation 
wish to allow an increasing number of our fellow 
Canadians to fall through the widening cracks in 
our health insurance program? Or do we wish 
instead to preserve and improve Medicare? 

No services, whether provided by govern- 
ment or by the private sector, are free. Health 
services are no exception. If we use a bed in a 
hospital, visit a doctor or receive an innoculation 
at an immunization clinic, real costs are involved. 
The issue is not whether the services will be paid 


for: rather the issue is how and when the costs 
should be paid. 


The Government of Canada believes that a 
civilized and wealthy nation, such as ours, should 
not make the sick bear the financial burden of 
health care. Everyone benefits from the security 
and peace of mind that comes with having pre- 
paid insurance. The misfortune of illness which 
at some time touches each one of us is burden 
enough: the costs of care should be borne by 
society as a whole. 

That is why the Government of Canada 
wishes to re-affirm in a new Canada Health Act 
our commitment to the essential principle of 
universal health insurance. That principle is sim- 
ple: necessary insured hospital and medical serv- 
ices must be accessible to all residents of Canada 
regardless of their financial circumstances. It has 
been a great accomplishment that medical and 
hospital insurance — implemented in each pro- 
vince with federal encouragement and financial 
assistance and portable between provinces — has 
put this principle into practice. After twenty-five 
years of experience, we Canadians know that 
universal health insurance is more than an ideal. 
It is a practical and efficient program — one 
worth preserving. 

The Government of Canada invites concer- 
ned Canadians and provincial governments to 
work together to preserve Medicare. In the 
following pages, the current challenges are re- 
viewed more fully. Throughout this discussion 


there is one common thread: a vision of Canada 
as a humane and caring society, a society that 
has undertaken to care for all its people through 
a comprehensive social security program system. 
Throughout the economic crisis, which is now 
passing, we have preserved programs such as the 
Old Age Security and Guaranteed Income Sup- 
plement, Family Allowances, and the Canada 
Assistance Program. Now the challenge is 
Medicare. 


Is Universal Medicare a New Idea? 

Fully prepaid universal health insurance is 
today regarded by some as a recent invention of 
the federal government rather than the end result 
of a long and beneficial evolution in our health 
system. 

Before the Second World War, most health 
services were paid for in just the same way as 
we pay for any consumer service. Many Cana- 
dians found themselves impoverished due to 
debts for health care. Still worse, many suffered 
because they could not afford necessary treat- 
ment. They were unwilling to reduce their 
families to poverty or to accept charity. 

After the War, both commercial and non- 
profit insurance plans began to spread. However, 
many Canadians could not purchase coverage, 
especially those belonging to a high-risk group, 
such as the elderly, or those who already had a 
health problem. As a result, prior to the develop- 
ment of the public hospital insurance plans in 
1957, forty per cent of the population had no co- 
verage, and as late as 1967 when a national pro- 
gram for medical care insurance was introduced, 
only two-thirds of the population had private 
medical insurance. 

Basic program design of both national hos- 
pital insurance and medical care was influenced 
strongly by prior developments in the province of 
Saskatchewan. Saskatchewan showed that uni- 
versal coverage plans providing comprehensive 
services could be financed at reasonable costs. 

But the Government of Canada could not 
simply set up a national health insurance plan 
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like Saskatchewan's. Our Constitution provides 
that “health” is an area primarily under pro- 
vincial jurisdiction. The Government of Canada 
may not regulate the delivery of personal health 
care services. Only provincial governments can 
determine how many beds will be provided, what 
kinds of staff will be employed and how the 
system will serve the public. It is the provinces 
which approve hospital budgets and negotiate 
benefit schedules with provincial medical 
associations. 


What the Government of Canada can do is to 
offer financial contributions to provinces and to 
attach general conditions to those contributions. 
It was through such conditional contributions 
that the Government of Canada, with the support 
and cooperation of provinces, established the 
national health insurance programs. 

Through the federal Hospital Insurance and 
Diagnostic Services Act of 1957 and the federal 
Medical Care Act of 1966, the Government of 
Canada offered to provide provinces, overall, fifty 
per cent of the yearly costs of basic insured health 
services. In return, the provinces accepting the 
federal contributions agreed to insure basic hos- 
pital and medical services and to meet conditions 
such as universality, comprehensiveness, acces- 
sibility, portability and public administration. 

These arrangements worked well in getting 
universal health insurance started and for many 
years thereafter. However, over time, as the 
programs matured, problems began to emerge. 
Provincial governments claimed that the programs 
were too inflexible because cost-sharing was 
restricted to specific services, making it difficult 
for them to manage their health systems effi- 
ciently. The Government of Canada, for its part, 
did not like an arrangement where it could not 
control or predict the amount of money it paid to 
the provinces. 

By 1977 universal, publicly financed health 
insurance seemed firmly established, and the 
Government of Canada felt it should remove the 
constraints of the previous 50/50 cost-matching 


formula by providing block funding through tax 
transfer and cash payments for hospital and 
medical insurance. At the same time, the Govern- 
ment of Canada, and the provinces, reconfirmed 
their commitment to the basic principles of 
medical and hospital insurance. The two federal 
health Acts which set out the basic conditions 
provinces must meet to obtain the federal cash 
contributions for hospital and medical services 
were retained. 

Under the new financing arrangements, the 
federal government also provided additional 
contributions for nursing home care, home care, 
and other types of extended health care services. 
These contributions had no conditions attached. 


Medicare is Good for Hospitals 

Few people remember one of the main 
reasons for the establishment of public hospital 
insurance: hospitals were often unable to collect 
payments. The result was financial uncertainty 
which crippled hospital budgets. Since the incep- 
tion of hospital insurance in 1958, hospitals have 
known that they would be paid to care. The 
result has been good for nurses, assistants, admi- 
nistrators, technicians and all other hospital 
workers, and these people have become part of 
our national health insurance system. 

However, it has been argued by some that 
control of health care spending has been too good 
— that the system is “underfunded” — and that 
direct charges are necessary to provide more 
revenue and to “save Medicare”. Underfunding 
involves the question of whether the health care 
sector is receiving the appropriate level of funds. 
The question of direct charges has to do with the 
source of funds for the sector. 

Arguments are made that longer waiting lists 
for hospitalization are evidence of underfunding. 
The waiting list problem may be alleviated by 
removal of certain structural rigidities in the 
exercise of hospital privileges by physicians, by 
regionalization of services, more appropriate uti- 
lization of health care institutions and by re- 
ducing average lengths of stay. It is not uncom- 
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mon to find in one city a hospital with a waiting 
list while another in the same city has no waiting 
list and may even have empty beds. 

Canada’s hospital bed supply in relation to 
its population compares favourably with other 
countries. Despite concern about “tight” hospital 
budgets, hospital expenditures in Canada have 
increased by seventeen per cent in the fiscal year 
1982-82 over 1980-81. Hospital expenditures have 
increased four hundred per cent over the period 
1970-71 to 1980-81, which is well in excess of the 
general inflation rate. The increased expenditure 
contradicts the public’s perception of government 
“cut-backs”. 


Medicare is Good for Doctors 

A number of myths have recently been cir- 
culating in the country about the status of doctors 
under Medicare and how our system works. It 
has been suggested, for example, that doctors 
might be put on salary, and that this in turn 
would affect the doctor-patient relationship. Let 
us review the facts and compare them, as is often 
done, to the American and British systems of 
health care. 

In the United States the present situation is 
similar to what existed in Canada in the pre- 
Medicare days, more than fifteen years ago. 
Doctors charge their patients what the market 
can bear, and Americans have to purchase pri- 
vate, commercial insurance to cover themselves 
against the very heavy costs of illness. The poor 
and the old have to rely on government assist- 
ance. Granted, in the U.S. doctors and patients are 
free to choose each other, but this is also true in 
Canada. 

In the United Kingdom, most general practi- 
tioners are paid on a capitation basis for a panel 
of patients while almost all specialists are sa- 
laried. Patients are free to select a general prac- 
titioner but not a specialist. Patients may elect to 
pay fees to privately practising physicians but are 
not reimbursed by the government plan when 
they do so. 
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A significant feature of the system in Great 
Britain is the co-existence of a national health 
care system and private insurance schemes. 
Between 1976 and 1981 the number of people 
covered by private insurance has doubled to 
about seven per cent of the population. However, 
it is estimated that this private insurance only 
covers about sixty per cent of the fees incurred 
by private patients. 

While this system offers more protection 
than the American system, it is clear that neither 
system offers the public the same advantages as 
the Canadian health insurance system. 


Canada’s system of Medicare has left phy- 
sicians free to practise medicine on a fee for 
service basis unless they choose some form of 
salaried arrangement. They can practise any- 
where they choose in any province in which 
they are licensed. At the same time patients can 
choose any doctor they wish. Freedom of choice 
is a cornerstone of our Medicare system. The 
Government of Canada has no intention of 
changing any of this. 

Doctors are not obliged to participate in 
Medicare if they want to operate an entirely pri- 
vate practice. They can “opt out” and charge the 
patient directly, with or without extra-billing 
being involved. But the fact remains that the vast 
majority, nearly ninety per cent of Canada’s more 
than 40 000 doctors are part of Medicare and accept 
provincial plan payments as payment in full. 


Medicare is Good for Taxpayers 

Some proponents of direct charges have 
claimed that provinces can no longer afford to 
pay all of the costs of their current programs, 
and that direct charges could be an added source 
of financing. We hear talk of “spiralling” health 
costs and the need to get government spending 
on health under control. 

The assumptions behind these arguments are 
not well-founded. Canada’s health care spending 
is not “out of control”. Indeed provincial govern- 
ments and those responsible for managing the 
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system on a day-to-day basis have done a good job 
of cost management. In fact, as a portion of our 
national income, health care spending in Canada 
has been nearly constant over the last decade and 
our record in this respect is one of the best in the 
western world. Chart 1 shows Canada’s total 
spending (government plus private) on health 
since 1960 as a portion of the Gross National 
Product compared to our neighbours in the United 
States. As may be seen, ours is the better record 
and our performance has been particularly good 
since the introduction of universal health insu- 
rance. It is an especially favourable picture con- 
sidering the quantity and quality of services 
Canadians enjoy. 


Chart 1 


Health Spending (Public and Private) 
as a Percentage of the Gross National Product 


Canada 


1965 1970 1975 1980 


Source: Department of National Health and Welfare. 
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It is not often appreciated that, under the 
present health care delivery system, the health 
insurance programs have probably achieved the 
lowest possible per capita cost consistent with 
quality care. This has been accomplished by 
averaging costs over the entire population of each 
province and through the insurance plans oper- 
ating on a non-profit basis. Partial plans, as in 
the U.S., require less public financing, but they 
do not cost less overall, since government expen- 
ditures plus direct costs to individuals when they 
need care are both part of the national cost of 
health services. In 1979, for example, the per 
capita cost of hospital care, physician services 
and public and private administration in Canada 
was $476 compared to $590 in the United States 
for the same services in the same year. 

Despite relatively greater U.S. national 
expenditures on health, studies made on behalf of 
the U.S. government have shown that in the late 
1970's there were more than twenty-two million 
people without any health insurance coverage in 
the United States, and many more millions in the 
U.S. are covered by insurance plans containing 
important exclusions or limits on benefits. The 
situation in the U.S. has now been exacerbated 
by the current economic recession and the loss 
of job-related health insurance benefits by 
unemployed persons. 

Chart 2 shows provincial health expendi- 
tures as a percentage of provincial government 
spending for three fiscal years — 1976-77, 1980-81 
and 1981-82. As may be seen, in four out of ten 
provinces provincial expenditures on health have 
actually become a smaller proportion of total 
spending. In the other provinces health has taken 
an increasing percentage of their expenditures, 
but the increases, as a percentage of provincial 
government expenditures, have been in almost all 
cases relatively small. In some cases the in- 
creases result from wider coverage under pro- 
vincial health programs, rather than increased 
costs of what was previously covered. 
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Chart 2 


Provincial Government Health Spending as a 
Percentage of Total Provincial Government 
Spending 
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Source: Department of National Health and Welfare. 


As we have seen, Medicare is a remarkable 
achievement. Through a process of evolution, 
with minimum dislocation and disruption, a cost- 
effective universal health insurance plan has been 
made possible for virtually all residents of this 
vast country. Yet this achievement now appears 
endangered. The lessons of the past are being for- 
gotten. The examples of other countries are being 
ignored. 

We hear arguments that direct charges on 
“users” should be reintroduced to the system, 
and that the goal of totally prepaid care should 
be abandoned. It is said that “users” should pay 
extra when they need treatment in order to 
prevent “abuse” of the system, to reduce health 
costs and to provide more money for the health 
care system. 


The Government of Canada shares the 
concern of other governments and the private 
sector about efficiency in the health care system, 
but it is our contention that user charges, however 
well-intentioned, cannot be supported. First let us 
be very clear about who the “users” of the system 
are. They are all of us when we are sick. Direct 
charges on “users” are just direct charges on the 
sick, often called “deterrent fees”. Careful rea- 
soning will demonstrate that user fees cannot 
accomplish what their advocates claim. At the 


same time their total impact is very harmful 
indeed. 


User Charges to Control Abuse? 


The most common rationale given for direct 
charges is to reduce abuse of health services, 
thereby reducing the costs of the system and 
freeing up scarce health resources for other pur- 
poses. But when we carefully consider how 
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extensive real abuse may be, it is not at all clear 
that this is a significant problem in the health 
Care system. 

“Abuse” means different things to different 
people. To a busy nurse in an emergency room it 
may mean a patient coming in during the evening 
with a four-day-old rash. To a family doctor it 
may mean a patient visiting with problems that 
are really social rather than medical. To a hos- 
pital administrator it may mean an elderly patient 
who stays in an acute care bed longer than ne- 
cessary. These are, it is true, examples of misuse 
of a particular form of health service. In each 
case there are better alternatives. But in each 
case there is a very real underlying problem 
which does require attention. The patients may 
be in the wrong place, but they are not “abusing” 
the system. 

Patients have little say over the use of most 
health services. Admissions to hospitals are con- 
trolled by physicians. Self-admission is simply 
not possible. Physicians’ rigorous training en- 
sures that they are well-equipped themselves to 
identify those who do not require hospital care. 
Hospital inpatient care makes up over seventy 
per cent of hospital and medical costs, and it is 
really physicians, not patients, who make the 
decisions on use of these services. 

Since many visits to doctors are initiated by 
physicians through referrals or instructions for 
return visits, only a small percentage of total 
costs are generated at the discretion of the 
patient. It is only in this segment of the health 
system that direct charges could be expected to 
have any impact on use by patients. 

Within the relatively small part of the health 
system where patients are the ones who decide 
whether or not to use a service, direct charges 
will deter necessary as well as less necessary 
health services. If there are parents who do not 
take their child to the emergency room for a fever 
because it costs $10, there will also be parents 
whose child has a fever due to meningitis and 
who do not go to the emergency room because 
they do not have $10 available. The result of 


delay in seeking treatment could possibly be 
permanent mental or physical damage or even 
death. Without medical training it is difficult for 
a person to know when an illness really does 
require immediate attention. 


User Charges as a Management Technique? 

Most provinces feel, and rightly so, that their 
annual health budget increases are quite good, 
even more generous than in other components of 
their provincial budget. It is a fact. They are, 
however, conscious of the need for restraint 
through these difficult economic years. Hospital 
budgets worry them particularly. In Alberta for 
example, hospitals are the responsibility of 
independent boards of directors. Hospitals have 
no power of taxation and receive their budgets 
from the provincial health ministry. Until this 
year, deficits were picked up by the provincial 
government. The Alberta government seems 
reluctant to interfere in the autonomy of these 
boards of directors by directly imposing tough 
budgetary and management controls. The pro- 
vince decided instead to address the need of 
restraint and discipline in an indirect way by the 
creation of user charges, to be imposed at the 
discretion of the hospital board. In other words, 
the province believes that requiring hospitals to 
cover deficits by charging patients directly will 
force the hospitals to live within their budgets 
and will make their spending more responsible. 
But hospital spending decisions require consider- 
ation of a much wider range of factors than the 
local community’s ability to pay user charges. 

It may well be that in Alberta, and in some 
other provinces, there is a need to review the 
legal accountability and the whole relationship 
of the hospital boards to provincial health de- 
partments. There are more equitable and prac- 
tical ways to achieve deficit control than once 
again having individuals penalized by user 
charges. 
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User Charges to make people aware of costs? 
The Government of Canada shares the view 
that it is useful to make people aware of the cost 
of care. But if simply informing the consumer is 
the only reason for direct charges, there are 
better ways to provide this information. For 
example, some provinces have used the approach 
of sending patients a statement informing them 
of the cost of their care. Indeed, that approach 
may be more effective than a user charge: 
charging a patient, for example, $100 for a 
treatment costing $5000 does not make the 
patient aware of the cost of care. Instead, it 
misinforms the patient about the cost of care. 


Extra-Billing 

Extra-billing by physicians is another type of 
direct charge to patients which the Government 
of Canada believes is a threat to accessibility. 
The extent of extra-billing has grown to the point 
where it now amounts to almost $70 million 
annually. The problem is particularly severe in 
some communities where the majority of doctors 
are extra-billing. In some parts of Canada almost 
all the doctors in certain specialities are extra- 
billing. This trend seems to be more predominant 
in the larger cities where the doctor-patient rela- 
tionship may be less personal. 

Several reasons have been given to explain 
these trends. Some doctors argue that provincial 
benefit schedules are inadequate. The Govern- 
ment of Canada believes that doctors are entitled 
to reasonable compensation, and this is reflected 
in existing federal legislation. However, the fee 
schedules are a matter for provinces and medical 
associations to negotiate. Provinces may contend 
that they tolerate extra-billing because they don't 
have enough money to compensate doctors ade- 
quately. As we argue elsewhere in this paper, 
this lack of funds has not been demonstrated to 
date, but if it were the case the provinces should 
establish what amount is required and raise it 
through general taxation — not by arbitrary, 
uncontrolled extra charges to the patient at the 
time of illness. 
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Some physicians’ organizations have also 
pointed out that the benefit schedules of provin- 
cial plans are inflexible and provide no reward 
for superior performance. They argue that extra 
charges on patients can provide this flexibility 
and provide a “safety valve” if they are dissatis- 
fied with the plan benefits. 

If superior care is possible, the Govern- 
ment of Canada would want to see this available 
equally to all through the health insurance pro- 
gram. A two-tier program, with better care for 
those who can afford to pay when they are sick, 
and a lower quality of care for those who cannot 
afford to pay, is not acceptable to Canadians. If 
provincial governments and physicians agree that 
some reward for experience or superior perfor- 
mance, however defined, is important, experience 
and excellence factors could be built into provin- 
cial benefit schedules, when these schedules are 
negotiated between the provinces and the medical 
associations. 

Provinces will have to decide upon the best 
way to do away with extra-billing. Quebec has 
chosen to make it virtually impossible for doctors 
to extra-bill by providing that patients who con- 
sult non-participating physicians cannot be reim- 
bursed by the provincial plan. As a result, extra- 
billing is almost unknown in that province. 
Ontario, on the other hand, believes that while 
opted-out doctors should not be paid directly by 
the plan, the patient should be paid the full pro- 
vincial plan benefit. This approach has not elimi- 
nated extra-billing but has controlled it more 
effectively than has been the case in provinces 
such as Alberta which have allowed doctors to 
bill both the plan and the patient. Some other 
provinces have managed to virtually eliminate 
extra-billing through negotiations with the pro- 
vincial medical associations. 


The federal government is not attempting to 
impose a single approach to dealing with the pro- 
blem. It is concerned only with the essential end 
result — that patients are not faced with extra 
charges at the time of illness and are not expected 
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to negotiate fees with doctors on an individual ba- 
sis. We are convinced that this can be achieved 
without denying Canadian doctors the opportuni- 
ty to find both professional satisfaction and rea- 
sonable monetary compensation for their work. 


Consequences of Direct Charges 

Studies have shown that direct charges are 
indeed an effective deterrent — but only for the 
poor, the elderly and those with large families. In 
fact, a study of response to user charges for 
doctors’ services in Saskatchewan in the late 
1960's, shows that the poor used less services but 
that there may have been an increase in use by 
those with middle and upper incomes. A study of 
extra-billing by Ontario physicians, by Professors 
G.L. Stoddart and C.A. Woodward, commis- 
sioned by Mr. Justice Hall’s 1979 Health Services 
Review, showed that those with lower incomes 
are more likely to reduce use or delay treatment 
due to extra charges. They concluded that “Nearly 
twice as many poor as non-poor report the cost 
of doctors’ services creates a financial problem 
for them”. In both that survey and studies of 
physicians’ extra-billing in Alberta, it has been 
shown that ‘exemptions’ from extra-billing for the 
poor do not always prevent extra-billing of 
people on social assistance or limited incomes. 

Consider as well the overall effect of such 
charges on universal health insurance: if direct 
charges become extensive, well-organized groups 
will demand supplementary private coverage to 
protect themselves. While many of the provinces 
now prohibit supplementary insurance for pu- 
blicly insured services, this ban will be extremely 
difficult to maintain if direct charges keep 
increasing. With such insurance available, any 
potential deterrent effect would be completely 
lost on those covered — and the final result will 
be to leave only the unorganized, the poor and 
the elderly to face a bill every time they are sick. 
In fact we are already witnessing the appearance 
of private coverage in the form of plans which 
provide cash benefits — a situation which could 
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lead to better access for those who can afford 
such extra insurance. 

Extra-billing creates problems for people 
who find that it is not always possible or realistic 
to “shop around” for a doctor who does not extra- 
bill. Research conducted by Professors G.L. 
Stoddart and C.A. Woodward in 1980, on behalf 
of Mr. Justice Hall, found that, in the surveyed 
communities, “more than one-fourth of the poor 
indicate that it is hard to find a doctor they can 
afford to see in their home community.” Concen- 
trations of extra-billing by physicians in specific 
specialties or in geographic areas has made this a 
real obstacle to health care. 

Extra charges raised by physicians may, on 
the other hand, be a significant source of income 
for some doctors. It is estimated in Alberta that 
average income from billing above the amount 
authorized by the provincial plan was about 
$1,200 per month in 1982, for each doctor who 
made at least some direct charges to patients. Of 
course there are wide variations in the propor- 
tions of total income derived from extra-billing: 
some doctors may have collected much less and 
some considerably more. However, for extra 
charges by physicians to make a significant dif- 
ference to public costs, all or most doctors would 
have to be applying them, and these charges would 
have to be a significant portion of doctors’ incomes 
so that provincial fee schedules could be sharply 
reduced. Available information shows that phy- 
sicians who are among those receiving the highest 
public payments are often those also involved in 
extra-billing. 

In addition to their negative consequences 
for the sick and the health care system, direct 
charges are a very small source of revenue. For 
example, it is estimated by the Government of 
Alberta that their proposed new charges will 
raise $17 million to $32 million a year. While this 
sounds like, and is, a great deal of money, it is 
only about one per cent of the cost of operating 
Alberta’s overall health system. User charges 
would have to be a significant percentage of the 
actual daily cost of a hospital bed (about $300 in 
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1982) before they could make a meaningful con- 
tribution to the total cost of hospital care. The 
problem is that while such charges are a poor 
source of revenue for the system, they may pose 
significant financial barriers for some individuals. 


We have already seen that health care spend- 
ing in Canada is not out of control at all. Indeed, 
many health economists believe that it is because 
of Medicare that we have been able to keep our 
spending down. As long as direct charges are 
minimal, the overall budget for health services 
must flow through a single source: namely, pro- 
vincial governments. With significant direct 
charges, the sources of funds would expand to 
include patients and supplementary insurers. 
Without a single agency to allocate resources, 
spending could well begin to “spiral uncontrol- 
lably” in a way they have not done up to now. 
For example, commercial insurance carriers must 
collect substantially more from their subscribers 
in the form of premiums than is required to pay 
claims and administrative charges due to such 
factors as sales commissions; the necessity to 
make profits and/or accumulate reserves, and/or 
pay dividends. Latest available figures show that 
the cost of administering the public health insu- 
rance plans in Canada represents an overhead of 
about 2.5 per cent as opposed to approximately 
12.5 per cent in the U.S. for the mixture of com- 
mercial and non-profit plans which exist in that 
country. 


The Patient’s Viewpoint on Direct Charges 

From the patient’s viewpoint, user charges 
and extra-billing are the same: they amount to 
extra charges that the individual must pay for 
directly, after he or she has already paid for 
health care through both federal and provincial 
taxes. For the consumer, the fact that these extra 
charges are levied by provincial governments 
through the hospital system or by doctors through 
office visits is irrelevant. The reality is an addi- 
tional, often unexpected, charge. 
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The vast majority of Canadian families could 
not pay the real cost of health care. As a commu- 
nity, they rely on Medicare. They may not under- 
stand how it works; they may be unable to artic- 
ulate their concerns; they may not know the real 
costs of health care and how we pay for it: but 
Canadians do realize that we enjoy one of the best 
health systems in the world. It is prepaid — “free” 
when they need it. 

It is understandable that some individuals are 
worried now about how they will pay for health 
bills. We must reassure them that there is no rea- 
son for such anxiety. The new Canada Health 
Act will identify extra-billing and user charges 
as specific barriers to reasonable accessibility. 
However, if some provinces still permit extra- 
billing, patients should be promptly reimbursed 
in the amounts provided for by the provincial 
plans, as is now done in certain provinces, such 
as Ontario. 
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Canadians pay taxes so that prepaid health 
care services will be available to every resident 
of Canada, and the Government of Canada bases 
its support to provincial plans on the entire pro- 
vincial population. In most provinces everyone is 
automatically entitled to insured health services 
simply by registration with the provincial plan, 
although there may be a short waiting period. 
However, in British Columbia, Alberta, Ontario and 
the Yukon, premiums are used to finance part of 
the cost of health insurance. Residents of British 
Columbia and Ontario (and Alberta beginning 
later this year) may find themselves uninsured 
because they have not paid their premiums. This 
may occur in situations such as unemployment 
where the employer had previously paid the pre- 
miums; departure from parents who had paid 
family premiums; separation from a family head 
who was responsible for premiums; relocation to 
a province where premiums are required; or death 
of the family head who took care of premiums. 

It is difficult to estimate the exact dimensions 
of this problem. According to the Health Services 
Review carried out in 1979 by Mr. Justice Emmett 
Hall, the numbers are unknown but the experience 
of some physicians, especially those practising in 
low-income areas, suggests the number may be 
substantial. 

Some of those who are not insured will be 
unable to pay the bill themselves. The bill will 
therefore go unpaid unless the provincial plan 
picks up the charges. This situation may under- 
standably make patients reluctant to seek care 
and could make physicians and hospitals reluc- 
tant to provide services. This is not what we 
want in Canada! Patients should have the security 
of knowing that they are entitled to needed care. 
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Questions are also raised from time to time 
about the appropriateness of using premium fi- 
nancing for health insurance. According to the Ca- 
nadian Constitution, provinces have the right to 
levy any direct tax. This includes compulsory pre- 
mium payments for health insurance. The Gov- 
ernment of Canada cannot interfere with the form 
of taxes provinces use to raise their revenues. 
This is solely a provincial decision. 


The Government of Canada does, however, 
offer a substantial contribution to each of the 
provinces to help pay for health insurance. Since 
the amount of the federal contribution is fixed ac- 
cording to the total population of the province, the 
Government of Canada believes that provinces ac- 
cepting the contributions should be willing to un- 
dertake that all of their residents are equally 
insured. This means that residents should not be 
denied coverage because they have not been able 
to pay all their premiums or other taxes due to 
unemployment or some other problem. The new 
Canada Health Act will require, as a condition 
for receiving a full Government of Canada con- 
tribution for health, that all residents in the 
province be entitled to insured health services. 


Medicare Should Protect Canadians 
Everywhere 


The Canadian system of health care should 
also allow all Canadian residents to retain their 
entitlement to insured health services as they 
move from province to province and even when 
they are temporarily out of the country. 

In practice this means that a resident of Can- 
ada should be able to receive insured health ser- 
vices in another province with the clear under- 
standing that governments, not the patient, will 
settle the bills. When travelling outside Canada, it 
is reasonable for Canadians to expect their prov- 
incial plan to reimburse them for emergency med- 
ical treatment at least up to the value for compa- 
rable services in their home province. Of course it 
is also reasonable for a provincial plan to require 


26 


prior approval for elective care outside the 
province. 

There has been an agreement between the 
provinces and the Government of Canada on por- 
tability of hospital and medical care insurance 
since 1972. Improved arrangements for settling in- 
patient and outpatient services claims have been 
completed in 1981 and 1983. Discussions concern- 
ing portability of physicians’ services are in 
progress. 

The growth in direct charges for hospital and 
medical services in some provinces adds further 
to the difficulty of making Medicare fully por- 
table. It is hard for anyone to know how much 
care is actually covered by Medicare, and how 
much one must expect to pay out of pocket. This 
now depends increasingly on where one is in Can- 
ada. Will a resident of Manitoba hospitalized in 
Alberta have to pay $20 a day? Will this be reim- 
bursed by the Manitoba plan? 

Portability is a fundamental principle that 
has been a central federal concern in Medicare. 
Canadians should be treated as first-class citizens 
wherever they go in this country. The Govern- 
ment of Canada would not accept a situation 
which could lead to the need for residents of one 
province to purchase “extra” insurance when vis- 
iting another province. 
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The federal government can preserve Medi- 
care by providing substantial financial contribu- 
tions to provinces, and by attaching general 
conditions to these contributions in order to 
ensure that all residents of Canada have reason- 
able access to a specified range of insured health 
services, and that they benefit from their health 
insurance coverage when they are temporarily 
outside their home province or when they move 
from one province to another. 


Government of Canada Contributions 


In 1977 federal financing went from two cost- 
sharing formulae, whereby the federal government 
covered, overall, fifty per cent of hospital and 
medical costs across Canada to block funding 
where the amount of the funding increases auto- 
matically at the rate of increase of the Gross 
National Product and the population rather than 
according to provincial spending. 

In the negotiations various additions were 
made to the block funding. These included a sub- 
stantial Extended Health Care grant and an addi- 
tion to the block funding to compensate for the 
termination of the Revenue Guarantee Program. 

The Revenue Guarantee Program was intro- 
duced in 1972 to help the provinces over the tran- 
sitional period required for them to adapt to the 
tax reform measures announced in 1971. It ex- 
pired in 1977, but the federal government agreed 
to provide further compensation, at provincial re- 
quest. The compensation was not related to health 
care and post-secondary education costs, and the 
provinces themselves have argued that it should 
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not be counted when computing federal financing 
for those programs. This interpretation was also 
accepted by Mr. Justice Emmett Hall in his 1980 
report. Under an amendment to the Federal- 
Provincial Fiscal Arrangements and Established 
Programs Financing Act, the compensation for 
the termination of the 1972 Revenue Guarantee 
Program was ended on April 1, 1982. 


There has been no reduction in federal sup- 
port for health care and there has been no change 
in the federal government’s position on the prin- 
ciples of Medicare. In fact, the opposite situation 
is true. Cash payments and tax points for health 
programs, on a per capita basis, continue to be in- 
creased in accordance with the three-year moving 
average in the growth of the Gross National 
Product. See Chart 3. 


Chart 3 
Federal Government Contribution 
(excluding Revenue Guarantee) 


to Provinces in Respect of Health Care 


Increase over 


Year Contribution previous year 
$ million $ million 

1977-78 4,673 

1978-79 5,345 672 
1979-80 6,094 749 
1980-81 6,814 720 
1981-82 7,631 817 
1982-83 8,512 881 
1983-84 9,354 842 


Source: Department of Finance, Canada. 


In 1983, as part of the “6 and 5” program of 
expenditure restraint, per capita increases in the 
post-secondary component of the block funding 
were limited to six per cent in 1983-84 and will be 
limited to five per cent in 1984-85. The health part 
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of the block fund is specifically not subjected to 
the restraint program. This is one of the very few 
exceptions to “6 and 5” and was made because of 
the Government of Canada’s commitment to main- 
tain the principles of national health insurance. 

As we have seen, health care spending is not 
driving the provinces to bankruptcy. The current 
malaise in the health care system is due neither 
to the overall level of funding nor the size of 
federal contributions. 


Federal Health Legislation 

Right now the Government of Canada con- 
tributes $9.3 billion to the provinces and terri- 
tories for health care for Canadians. The condi- 
tions which the provincial or territorial govern- 
ments are required to meet to be eligible for the 
cash portion of the contributions are: universal 
coverage of population, reasonable access to ser- 
vices unimpeded by charges or other factors, 
coverage of a comprehensive range of basic health 
services, portability and public administration of 
their health insurance plan on a non-profit basis. 

The two Acts defining these conditions are 
now twenty-five and seventeen years old respec- 
tively. At the time they were written there was a 
good understanding of what the conditions meant 
and that we were evolving toward a universal 
health insurance system. The conditions were not 
defined precisely enough to close all the “loop- 
holes”. For example, “reasonable accessibility” 
was defined only in general terms, and the 
wording is not specific enough to make any par- 
ticular level of extra-billing or user charges 
clearly a contravention of the conditions of the 
current Medical Care Act. 

A further problem with the existing Acts lies 
in the financial penalties which will apply if the 
conditions set out by Parliament for the transfer 
of funds are not observed by the provincial gov- 
ernments. Under the existing Acts, the Govern- 
ment of Canada must withhold all of the monthly 
cash advance for the particular program to a 
province for each month in which the conditions 
are not being met. 
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The total health contributions to provinces 
by the Government of Canada are very large. 
Any province consistently refusing to meet con- 
ditions and therefore losing its federal cash con- 
tributions would likely be severely strained to 
replace the federal cash. As a result, the effect of 
withholding the total contribution may be to 
disrupt health services in the province. This 
would be the last thing the Government of 
Canada would intend to have happen to Cana- 
dians. The treatment of the problem might then 
create a situation worse than the problem itself. 

A less drastic action, still commensurate 
with the seriousness of not meeting conditions, 
would be to withdraw only part of the money. 
This type of partial penalty is not allowed in the 
current health insurance acts, although prior to 
1977 the dollar value of hospital user charges 
was deducted from the provincial expenditures 
before the federal contribution was calculated. 

The first reaction to this kind of action is 
that this can only hurt health care even more! 
What is the good of taking money away from a 
province which says it must have direct charges 
to pay for health services? As we have seen 
earlier, however, direct charges constitute only a 
small percentage of the spending on insured 
health services. Deduction of similar amounts 
from payments to a province would not result in 
crippling reductions. Nevertheless, such reduc- 
tions in payments would be a significant dis- 
incentive to the provinces to permitting or 
imposing direct charges. 


What do Canadians Want? 


The people of Canada want a system with 
access genuinely unhindered by financial barriers. 
While the Government of Canada is precluded by 
the Constitution from implementing direct regu- 
lations to this effect, it is the federal government's 
mandate to refuse to pass on taxpayers’ money to 
support those aspects of provincial legislation 
which do not provide reasonable access. If pro- 
vincial governments wish to allow extra-billing 
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or to introduce or increase user charges, the fed- 
eral government cannot directly stop them from 
doing so. Provincial authorities are ultimately 
answerable to their own voters in this respect. 
Only the provinces have the mandate to legislate 
the control or elimination of extra-billing and 
user charges. But the Government of Canada is 
also answerable for how it spends its tax dollars, 
and it believes that those dollars must not be 
used to support direct charges on the sick. The 
Government of Canada is not seeking more con- 
trol over the delivery of personal health services. 
It is simply seeking to preserve the basic 
principles of Medicare. 
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x 
Ss Medicare is being eroded by the spread of 
oe) direct charges in the form of user charges and 
extra-billing. Existing legislation is not adequate 
to deal with the problem because it does not 
clearly tell the provinces, health care providers 
and the public that direct charges for health 
services will not be supported. It is time for a 
new Canada Health Act. 

The new Canada Health Act, which will be 
introduced to Parliament in fall of 1983, will be 
the next step in a quarter century of effort to 
guarantee that every resident of Canada has 
access to insured health services on a fully 
prepaid basis. To many Canadians, the new Act's 
provisions will not be a big change from the 
present legislation, but rather a consolidation and 
improvement of what is already in place: in 
many provinces the full benefits of Medicare are 
still in effect. But the erosion of Medicare is 
sufficiently widespread to constitute a national 
problem, and that is why the Government of 
Canada must take action to prevent further growth 
in direct charges. 


We cannot preserve Medicare by charging 
the sick; we cannot preserve Medicare by en- 
couraging doctors to practise outside of it; we 
cannot preserve Medicare by judging who is poor 
and who is not. We can only preserve Medicare 
by ensuring its basic principles. 
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